In the last decade Argentina experienced a process of wage inequality reduction that is in stark contrast with the trends of the previous decade. The purpose of this study is to analyze the contribution of different factors to this process. The method employed is a decomposition proposed by Lemieux (2007, 2011), which allows extending the Oaxaca-Blinder approach to decompose some distributive statistics of income between a 'composition effect' and a 'returns effect'. Similar to other studies, the results reveal that declining returns to education have been a major factor explaining the improvement in the distribution of income observed in the 2003-2012 period. However, the process of labor formalization has also had an equalizing effect over the period.
INTRODUCTION
In 2003 a process of wage inequality reduction began in Argentina, which more than offset the growing tendency of the 1990s. The reduction of labor income gaps took place together with an overall improvement of labor market variables, which also meant a reversion of the trends that had prevailed in the previous decade (Beccaria and Maurizio, 2012) . In fact, during the 1990s the distribution of income continued to deteriorate in a context of poor labor market performance. The slow growth of employment was a result of the convertibility regime's (established in 1991) inability to attain macroeconomic stability.
To a greater or lesser extent, these positive trends in terms of income distribution and labor market performance exhibited by Argentina since the early 2000s have been present in several other Latin American countries as well. In all the cases, the reduction in wage inequality seems to have been the main source of improvement in household income concentration.
All previous studies on distributional changes of Argentina and other countries of the region stress the decline in returns to education as a main factor explaining the improvement observed in labor income inequality. However, they do not address the potential effects of other events occurred in the labor markets of those economies. In particular, there are no identified studies accounting for the effects of the decline in informality observed in the 2000s in many Latin American countries. The intensity of this process has been significant in some cases, particularly in Argentina, and it is therefore worth of consideration in the analysis of distributional dynamics as a possible cause of inequality reduction.
This document analyses the factors associated with the reduction of inequality among wage earners in Argentina, a group that represented 75% of the employed population in the 2003-2012 period. It evaluates the set of variables usually considered in this type of exercise but it pays particular attention to the effects of changes in the participation of informal wage earners (non-registered in the social security) 1 and in the returns associated with labor registration.
In order to assess the impacts of different variables on inequality we employ a decomposition method recently developed by Firpo, Fortin y Lemieux (FFL, 2007 ) that extends the Oaxaca-Blinder approach to decompose changes in other distributional functionals besides the mean into a 'composition effect' and a 'returns effect'. The composition effect measures the contribution of changes in the structure of characteristics to the reduction of inequality (measured, for example, by the Gini index or by the ratio between percentiles of the distribution), while maintaining returns constant. The returns effect measures the distributional effects of changes in returns while holding the structure of characteristics unchanged. The method also allows quantifying the contribution of each characteristic to the reduction of inequality through each of these effects.
The rest of the document is structured as follows. The first section presents a brief summary of the results of several previous studies analyzing distributional changes in Argentina and other countries of the region during the last decade. Section 2 details the source of information, while section 3 describes the methodology employed in the econometric estimates. Section 4 provides a descriptive analysis of the evolution of inequality and the main changes observed in the occupational structure; it is divided into three subsections: the first one presents a brief description of the economic context; the second one analyzes the changes in the composition of employment, particularly focusing on the educational level and informality; the third one presents the 'anatomy' of the distributional change observed in the period under analysis. Section 5 presents and discusses the results obtained in the decomposition exercise. Lastly, section 6 presents the conclusions of the study.
BACKGROUND
As it was mentioned above, the studies available on the evolution of Argentina's income distribution over the past twenty years show a clear contrast between the 1990s and the period that started after the convertibility regime crisis in [2001] [2002] . Most of these studies focus the analysis on the changes observed in household income concentration and look into the possible causes of such dynamics (Cruces and Gasparini, 2010; Trujullio and Villafañe, 2011; Salvia and Vera, 2011) . One of the studies' main results is that labor incomes explain most of the deterioration of household income concentration in the 1990s and its subsequent improvement in the following decade. Other studies with similar purposes, which analyze the changes in income distribution in several countries of the region in recent years -including Argentina-arrive to the same conclusion (Cornia, 2012; Keifman and Maurizio, 2012) .
These results are also in line with the evidence found for other Latin American countries. Amarante et al. (2011) show that Uruguay initiated a late process of inequality reduction in 2008, after a long period of growing income concentration. The authors find that this evolution was caused by a decline in wage dispersion and also by the introduction of non-contributive cash transfer programs and changes in the tax scheme.
For Brazil, Soares (2006) estimates that around 75% of the reduction in family income inequality between 1995 and 2004 is explained by a lower concentration of labor incomes, whereas the other 25% responds to the positive impact of the main cash transfer program (Bolsa Familia). On the other hand, Barros et al. (2010) points out that public transfers, both contributive and non-contributive, explain a higher proportion (almost 50%) of the change observed in inequality in the 2001-2007 period. Esquivel et al. (2010) find that the reduction of inequality in Mexico in the 1996-2006 period was caused by a faster growth of incomes in the lower tail of the distribution compared to those of the richer deciles. The factors explaining these dynamics are again related to the labor market (a relative increase in the wages of low-skilled workers) but also to remittances inflows and to a growing progressiveness of public spending after the implementation of the cash transfer Progresa program (currently called Oportunidades).
Most of the studies that analyze the changes in labor incomes find that returns to education have been the main factor explaining the reduction in earnings inequality during the 2000s, the very same factor that had caused the opposite behavior in the previous decade. Cruces and Gasparini (2010) and Cornia (2012) are examples for Argentina, while Lustig et al. (2012) and obtain similar results in comparative studies for Latin American countries.
Regarding the hypotheses on why returns to education might have changed, the studies available for Argentina and other Latin American countries put emphasis on the interaction between the relative supply and demand for qualifications. Cruces and Gasparini (2010) highlight the slowdown in the rate of technology incorporation during the 2000s in a context of an increasing relative supply of skilled workers. On the other hand, the evolution of the relative demand of skills responded to lower investment growth rates and to changes in the composition of labor demand by branch of activity as a result of a shift occurred in relative prices. They also mention that after the 'inequality overshooting' occurred in the previous decade as a result of the strong and rapid incorporation of technology, a subsequent adjustment phase might have arisen, thus contributing to the equalizing trends of the 2000s. This is also pointed out in another document (Gasparini and Lustig, 2011) : "the fading out of the effect of the skill-biased technical change that occurred in the 1990s".
In addition, the studies point out that the implementation of income policies immediately after the crisis and the process of labor union strengthening might have also played a part in the reduction of income gaps between workers with different skills and educational levels. More precisely, highlights the strengthening of the minimum wage as a factor that has contributed to improve wage inequality, both in Argentina and other countries of the region. Amarante et al. (2009) arrived to the same conclusion in the case of Uruguay, and Bosch and González Velosa (2013) also found an equalizing effect of the minimum wage in Brazil. On the other hand, Marshall (2009) also stresses the minimum wage evolution and the recovery of collective bargaining as main factors to explain the reduction of wage inequality between sectors in the manufacturing industry.
All in all, available studies do not take into consideration the influence that the reduction in labor informality observed in many Latin American countries during the 2000s had on earnings inequality. The contribution of this paper is precisely to fill such gap by including this dimension among those usually considered in this type of analyses.
SOURCES OF INFORMATION
This study employs microdata coming from the Permanent Household Survey (PHS), a sample survey conducted by the National Institute of Statistics and Censuses of Argentina (INDEC). The survey is carried out on a quarterly basis and covers 31 urban centers across the country.
The econometric estimations presented in the following section have been performed for the group of wage earners between 16 and 64 years old in the case of men, and between 16 and 59 years old in the case of women. The lower age limit has been chosen considering the minimum legal age to work, whereas the upper limit indicates the retirement age for men and women, respectively. Individuals enrolled in employment plans, 2 as well as those with no incomes declared have been excluded from the analysis. Also, to preserve the comparability of the results, we have included in the estimations only the 28 urban centers that remain in the PHS sample throughout the whole period under analysis.
Finally, to distinguish between formal and informal wage earners we have employed the criterion that is usually adopted when working with data from the PHS, i.e. the worker's registration condition in the social security system. More precisely, wage earners are considered as informal if they answer negatively to the question of whether his/her employer makes payroll deductions to pay the contribution for the social security system.
METHODOLOGY
In order to evaluate the contribution of personal and job attributes to the reduction of inequality we employ the Lemieux (2007, 2011) approach. This method is an extension of the decomposition approach developed by Oaxaca (1973) and Blinder (1973) 3 , allowing a broader application. On the one hand, it allows more flexible specifications of the underlying wage model; on the other hand, it allows quantifying the partial effects of changes in the distribution of covariables and in their returns on other functionals ( ) besides the mean value, like quantiles, variance or the Gini coefficient.
The decomposition method consists of two different stages: 1) the estimation of the aggregate composition and return effects, employing a reweighting methodology; and 2) the disaggregation of those effects into the individual contribution of each attribute using recentered influence function regressions of each functional of interest.
In order to conduct the first stage, the total variation of between y can be formalized as:
where ( | ) is the wage distribution function in time 1, and ( | ) in time 0.
2 An extensive employment plan was launched in 2002. According to the PHS, the number of beneficiaries represented 6.5% of total occupation in 2003. The benefit initially consisted of a cash transfer which value was lower than the minimum wage and it has not been adjusted afterwards. As employment started growing, the quantity of beneficiaries gradually decreased to represent around 0.5% of total occupation in 2007. The incorporation of these individuals into the analysis that seeks to identify the factors that account for the changes observed in wage inequality would bias the results given the mentioned variability of the program's contribution to total employment and the decreasing value of the benefit compared to average wages. 3 Other studies employing this same methodology for Latin American countries are Serrano and Yupanqui (2012) , and Campos et al. (2012) .
To control for inequality in the distribution of attributes between groups, it is necessary to consider the counterfactual distribution ( | ) , i.e. what would have the wage distribution observed in been, had the distribution of characteristics observed in been present in . Then, observed total change can be rewritten as:
In this way, the total variation of can be decomposed into two effects 4 : the 'composition effect' ( ) and the 'returns effect' ( ). The first effect measures the total change derived from modifications of the attributes while holding constant the wage structure between two moments in time. The second effect measures the impacts of changes in returns, holding constant the structure of characteristics.
For the second stage, in order to obtain the individual contribution of each attribute to the change of , either through the composition effect or the returns effect, a recentered influence function (RIF) is employed. This function is defined as:
Where is the distribution function of the variable of interest (in this case, incomes) and is the influence function.
5
Given that the mathematical expectation of the recentered influence function is the parameter of interest, it is possible to rewrite each of the effects as:
, and substituting the previous expressions by their respective linear projections 6 , we obtain:
4 It is worth noticing that for the mentioned effects to be identified it is necessary to consider two restrictions on the joint distribution of ( ), namely: 1) ignorability assumption, i.e. the distribution of non-observable attributes determining wages --is the same for the two groups considered; 2) common support assumption, i.e. observed attributes cannot be considered for one of the groups under analysis and not the other, but rather observable characteristics should overlap. These are the two assumptions usually considered in the program evaluation literature. 5 The concept of influence function was introduced by Hampel (1974) with the aim of assessing the robustness of in the presence of outlier data when replacing by the empirical distribution:
and where is a distribution that only puts mass at the point value . 6 Here, we follow the suggestion made by FFL (2007), who highlight the practical advantages of such linear specification. They argue that: i) the methodology carries an approximation error anyway, given that it is a first order approximation of the impact of significant changes in the distribution of X; ii) a linear specification does not affect the estimations obtained when employing a reweighting procedure; and iii) the substitution simplifies the interpretation of results.
Where the superscript refers to the k-th attribute to be considered in the disaggregated decomposition of the overall effects.
The expression I, which as mentioned above describes the 'composition effect', can in turn be rewritten by taking into consideration the term -the specification error. This term accounts for the approximation error that originates in the fact that the procedure can only provide a first order (linear) approximation of such effect. It can be estimated as the difference between the overall composition effect, obtained using the counterfactual distribution of wages -i.e. the one that would have resulted if the cases observed in would have shown similar characteristics than those observed in , and the estimation of the effect obtained using the RIF-regression approach. On the other hand, in order to observe the contribution of each covariate, each term in the expression can be interpreted as the impact of the temporary modification in the distribution of the k-th covariate on the total change of the functional, holding constant the wage structure prevailing in .
Expression II refers to the 'returns effect'. One difference with the traditional OaxacaBlinder approach is that here is considered rather than , i.e. the coefficients of the counterfactual RIF regression, which consider the wages in with the structure of characteristics of are considered instead of the coefficients of the RIF regression considering the wages and the attributes actually observed in . The objective here is to estimate the 'pure' returns effect, i.e. the effect that is not modified by changes in the distribution of attributes.
Like with the first expression, this effect can also be rewritten considering the term , which in this case reflects the error of reweighting that results from the fact that the attributes of might not be exactly replicated when obtaining the counterfactual values.
Moreover, given the interest in assessing the contribution of each variable to the explanation of the 'returns effect', we consider the detailed decomposition of the latter, where ( ) represents the 'returns effect' attributable to the omitted group, while each term of the following sum refers to the contribution of the k-th covariate. Hence, the overall returns effect is the sum of each of these terms considering the distribution of prevailing in .
Lastly, regarding the estimation procedure, the first step consists in obtaining the overall estimations of both effects by directly estimating the parameters of interest based on the actual distributions and the counterfactual distribution obtained through the reweighting procedure, without specifying any function for the wage structure. The reweighting function will be given by the quotient between the distribution of en and the distribution of de in , both multivariate. However, following DiNardo, Fortin and Lemieux (1996) , by applying Bayes' rule, such quotient can be summarized as:
Then, the weight can be estimated by considering a probability model for conditional probabilities. In this case, we make use of a probit model based on a pool of observations of two different periods. Predicted values for each case are obtained from the estimations of the model, and the marginal probabilities are then replaced by their sample equivalents, thus obtaining the estimated weights for each case.
Once ̂( ) has been generated, we then apply it to the observations registered in with the aim of estimating the functional of interest linked to the counterfactual distribution. On the other hand, in order to estimate the function associated with the other two distributions, we directly consider its application over the empirical distributions. This is,
The second stage consists in performing a detailed decomposition by estimating regression functions associated with the estimations of the influence functions of the parameters of interest. In order to do so, we employ the ordinary least squares method. This is, being ( ̂( | ) ) ̂( ) ̂ , ( ̂( | ) ) ̂( ) ̂ , and ( ̂( | ) ) ̂( ) ̂ , we obtain the estimation of the detailed decomposition, given by:
This methodology was applied to decompose changes in hourly wage inequality in Argentina between 2003 ( ) and 2012 ( ). The indicators of inequality employed are the Gini index and the log of the ratios between the median and the 10 th and 90 th percentiles.
MAIN CHANGES IN WAGE DISTRIBUTION AND IN THE OCCUPATIONAL STRUCTURE i) The economic context
The changes in inequality briefly described in the first section were accompanied -and in some ways also influenced-by changes in employment levels and in the occupational structure.
The evolution of employment after 2003 is in stark contrast with the trends that had prevailed in the previous decade. During the nineties decade, employment grew slowly leading to a significant increase in the open unemployment rate, which reached 13.3% in 1998 and 21% in 2001. The scarce net job creation-particularly of jobs covered by the social security system-was mainly a result of a poor macroeconomic performance characterized by large fluctuations of GDP. The latter was in turn a result of the currency board regime, under which the fluctuations in the international trade and financial markets were fully transmitted into the domestic economy. Also, the growing exchange rate appreciation together with the trade liberalization policies implemented at the beginning of the decade negatively affected the competitiveness of tradable sectors. The accumulation of external and fiscal imbalances in a context of high external indebtedness and economic stagnation led to the collapse of the regime and to the devaluation of the peso in 2001.
7
Prices grew significantly as a result of the exchange rate adjustment, giving rise to an inflationary process that was nevertheless less intense than the magnitude of the currency devaluation. It was also quite short-lived compared to previews episodes experienced by the country. The economic depression prevailing in the years prior to the change of regime contributed to weaken the propagation mechanisms of inflationary shocks. The real exchange rate increase was a determinant factor in the rapid and intense economic recovery that begun in late 2002, by raising the competitiveness of the economy, and particularly of the manufacturing sector. This period was also characterized by a steady growth of public spending and by the implementation of several income policy measures that favored private consumption. The accelerated growth of exports -mainly as a result of the sharp increase in international commodity prices-further boosted aggregate demand and led to a significant improvement of external accounts.
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In this context, aggregate employment grew at a fast pace (3.1% per year between 2002 and 2013), particularly in the first years, when the economy was still benefiting from high idle capacity. Moreover, this process was accompanied by an increase in the proportion of jobs registered in the social security system, contrary to the trend that had prevailed in the 1990s. At the same time, real wages grew 46% between 2003 and 2012, more than compensating the 30%-fall that took place in 2002 after the devaluation.
ii) The occupational structure
The period of aggregate employment growth that started in 2003 was accompanied by significant changes in the occupational structure, in particular those related with education and labor formalization.
As a matter of fact, most of the net job creation observed since 2003 correspond to wage-earning positions, and particularly formal occupations (registered in the social security system). As a result, the proportion of informal salaried workers both in total employment and in total wage earning employment, fell (10 pp), reversing the trend of the previous decade, when the proportion rose by 6 pp. This same result is observed within the subgroup of wage earners considered in the econometric estimates (Table 1) . Such improvement in the quality of employment seems to have been favored by rapid employment growth together with some measures specifically aimed at fighting informality.
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The composition of employment by educational level also changed, with a significant increase in the proportion of workers with complete secondary education and a relatively lower increase of workers with complete tertiary education (Table 1) . This is in stark contrast with the dynamics observed in the 1990s, when the relative participation of the more educated workers rose sharply while the weight of complete secondary education to a much lesser extent. The differences between the two decades seem to be explained by changes occurred in the supply of labor, although the demand might have played a role as well. Throughout the 1990s, the quantity of persons above 15 years old with complete tertiary education grew more rapidly than those with complete secondary school. Nonetheless, the increase in the number of workers with such educational levels was more pronounced than the expansion of the supply. On the contrary, in the 2000s, the relative participation of individuals with complete secondary education within the population of 15 years of age or older rose more than the proportion of workers with complete tertiary education. Also, the participation of complete secondary education grew even more intensely among the employed, as it can be observed across the different productive sectors in the occupational structure.
[insert Table 1 here]
The composition of employment by sectors of activity also changed in the 2000s, although the variation was relatively smaller compared to the other variables. As it can be seen in Table 1 , there was an increase in the participation of construction and a reduction in the participation of commerce, which again was in contrasting trends of the 1990s, when employment growth was led by financial services. It is also noteworthy that employment in the manufacturing industry grew at a similar pace than the economy as a whole in the 2000s, after a decade of sharp decline. [insert Table 2 here] Table 2 shows that the concentration of the distribution of wage and non-wage earnings exhibited a similar evolution. The figures also indicate that inequality in the distribution of monthly and hourly remunerations of both wage earners and the total employed population fell sharply as of 2003. A similar behavior was exhibited by the group of wage earners in prime ages 10 , which is the subgroup considered for the decomposition exercise.
iii) Income distribution
The analysis of ratios between the p10, p50 and p90 percentiles of the distribution shows that both the growing concentration of wage earners' incomes of the 1990s and the subsequent fall in the following decade are derived from the changes registered both in the upper and lower tails of the distribution (Table 2) .
DECOMPOSITION OF CHANGES IN THE DISTRIBUTION OF REMUNERATIONS
Before carrying out the decomposition exercise, a balance test was performed to check for the absence of statistically significant differences between the actual 2012, and the reweighted 2003 (counterfactual), distributions of characteristics. It is shown in Table 1 (fifth column) that there is no difference in any of the considered attributes.
Aggregate decomposition
The first step in the decomposition -the aggregate decomposition-shows that two thirds of the decline observed in the log p90/p10 ratio between 2003 and 2012 was due to a fall in the returns to the factors considered (Table 3) . The other third is explained by changes in the composition of wage earning employment according to those factors.
[insert Table 3 here] This indicator also allows identifying to what extent these changes affected the whole distribution or only a part of it. As it was mentioned above, inequality fell with quite the same intensity in both the lower and the upper tails of the distribution, as shown by the behavior of the p50/p10 and the p90/p50 ratios, respectively. The decomposition exercise indicates that whereas the reduction in the upper segment seems to have been the result of changes in returns exclusively, the decrease observed in the lower segment seems to have responded to changes in the composition of employment.
On the other hand, in the case of the Gini coefficient, the reduction is entirely explained by the returns effect.
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Aggregate decomposition: composition effect
As it was discussed in section 3, the second stage in the decomposition exercise allows assessing the contribution of different characteristics to each of the two effects considered, i.e. the one derived from the changes observed in the occupational structure -composition effect-and the one derived from changes in returns -returns effect. 10 As already mentioned, it consists of men between 16 and 64 years of age and women between 16 and 59 years old. 11 The values of the Gini coefficients considered in the decomposition exercise are somewhat different than those included in Table 2 since the former were computed for the set of observations that have valid values in all the characteristics considered in the analysis.
With regards to the composition effect, Table 3 shows that except from gender, all the other variables included in the exercise had a significant effect on the variation of the p90/p10 ratio. The changes in structure in terms of educational levels and branches of activity raised inequality whereas the changes occurred in the age composition as well as the growing proportion of formal workers had a positive effect in reducing inequality. Similar results are obtained for the Gini index.
Of all the different variables considered, the rise in the proportion of formal jobs in total employment had the most significant impact on inequality. This variable explained more than one quarter of total log p90/p10 ratio variation and 80% of the composition effect measured by this same indicator. It also explained approximately 15% of the reduction in the overall Gini. The importance of a growing formalization in the reduction of inequality has not been stressed in the literature that studies the evolution of inequality in Argentina during the 2000s. Nor has this been mentioned in the studies conducted for other countries of the region, where formalization has also been taking place. The improvement in the quality of jobs seems to have a positive effect not only in terms of average incomes but also in terms of equality.
The analysis of the effects of formalization along the distribution of income shows that its equalizing effect has been a result of a decreasing impact from the lowest to the highest percentiles of income (Graph 1). In particular, it had a greater impact on the 10 th percentile than on the 50 th , whereas it had no significant effects on percentile 90. This is because both the proportion of informal wage earners (and hence of the population susceptible of becoming formal) and the premium to formality decrease along the distribution (Table Appendix A.1).
[insert Graph 1 here] After formalization, the educational level is the second most important factor in terms of its distributional impact, although it had an opposite effect of increasing inequality. This unequalizing effect of education is in line with the results of other studies of the region.
12 The absolute magnitude of this effect is around 10% of the size of the reduction in both the log p90/p10 ratio and the Gini index (Table 3 ). This effect is concentrated in the upper part of the distribution, as it can be also appreciated in Graph 1. It is worth remembering that throughout the 2003-2012 period wage earners' average educational level continued to grow, with a relatively higher increase registered in the proportion of employees with complete secondary school than in the proportion of those with complete tertiary education (Table 1) . Even though the latter would commonly lead to a growth of incomes in the middle or lower-middle part of the distribution (where most of the employees with complete secondary school are located), the relatively lower increase in the number of workers with complete tertiary education made a greater impact on incomes in the upper part of the distribution due to the larger premiums associated with the higher educational levels (Table Appendix A.1).
The modifications in the structure of wage earning employment by age led to a decline in inequality, although the effect is smaller than in the cases of formalization and education. The age factor explains 3% of total p90/p10 ratio reduction (10% of the composition effect). As it can be seen in Table 1 , the effect is more intense in the lower part of the distribution, probably because the young, whose participation in total employment fell, have relatively lower remunerations and are mostly concentrated in that part of the distribution.
The changes in the occupational structure by branch of activity had an unequalizing effect on labor income distribution, although the effect was rather small. The impact of this variable was similar in both tails of the distribution (Table 3 ). The increase of income concentration in the lower end could have been caused by a reduction of wages at the bottom of the distribution, led by a higher concentration of employment in construction activities, which have relatively lower remunerations.
Lastly, the absence of gender-related effects is not surprising since the composition of wage earning employment has remained unchanged according to this variable (Table 1 ).
Disaggregated decomposition: returns effect
When the returns effect is considered, all of the five variables included in the analysis had significant effects on the reduction of the log p90/p10 ratio in the 2003-2012 period; on the other hand, only education and gender are significant when using the Gini indicator.
Graph 2 shows that the changes in formality premiums seem to raise incomes in the lower tail of the distribution and reduce incomes in the upper tail. However, Table 3 shows that only the reduction of the p90/p10 ratio is statistically significant, while the changes registered in the p50/p10 and p90/p50 ratios are not.
The changes in returns to education had the most significant contribution to the reduction of inequality indicators. It explains two thirds of the p90/p10 ratio reduction and more than one half of the reduction in the Gini. The analysis of the relations between percentiles indicates that this equalizing effect is concentrated in the upper part of the distribution (Table 3) . Graph 2 shows this same result but also that the effect is particularly intense in the highest third of the distribution.
[insert Graph 2 here]
It is worth taking into account that the results related to the returns effect of a variable (in this case, education) on the value of the percentiles are obtained by weighting the changes observed in the premiums along the non-conditional distribution by the relative weigh of each category in the occupational structure. Table Appendix A.1. shows that returns fell for all educational levels (in relation to complete primary education) except for incomplete primary school. However, this reduction has been more intense in the upper part of the distribution, a process that affects all educational levels but particularly the higher ones (complete and incomplete tertiary education). Given that this part of the distribution has a relatively higher concentration of workers with higher education, it is more intensely affected by the changes in returns.
As it was mentioned above, the results regarding the equalizing effect of declining returns to education are in line with previous studies. However, unlike the 1990s, when there was certain agreement about the behavior of the relative demand of skills as a main factor leading to increasing returns, nowadays there is less consensus regarding the possible causes of the decline observed in this variable. Besides the existence of some studies suggesting that these could be consistent with a reversion in the trends of the demand of relative skills, there are really no in-depth analysis addressing this issue. The impacts of the labor institutions were also mentioned in some studies as another factor contributing to the reduction in skill premia in Latin America. In the case of Argentina the strengthening of collective bargaining that started in 2003 might have had an impact on the upper tail of the distribution, since most of the workers with higher wages are not included in the collective agreement process and hence their remunerations have lagged behind since then.
The equalizing effect of gender is more significant in the case of the Gini than with the percentiles ratios (Table 3 ). This is associated with an increase in returns to men in the first percentile and with a reduction in the last one. No significant changes are observed in the rest of the distribution (Graph 2).
The changes in wage gaps between workers in different branches of activity also contributed to the reduction of inequality as measured by the p90/p10 ratio, although this result is statistically significant only at a 10% level. The effect is almost in its entirety concentrated in the upper part of the distribution (Table 3 ). The analysis of returns to different productive sectors suggests that the equalizing effect of changes in the productive structure would be at least in part derived from a sharp reduction in the premium to financial services, which is one of the highest ones (Table Appendix A.1).
Lastly, the convergence of returns to the three groups of age considered shows an equalizing effect of this dimension, with a similar intensity in the upper and lower ends of the income distribution. However, the effects are not statistically significant in the case of the Gini index (Table 3) .
CONCLUSIONS
In the last decade Argentina experienced a process wage inequality reduction that is in stark contrast with the trends of the previous decade. The purpose of this study is to analyze the contribution of different factors to that process.
The method employed is a decomposition proposed by Lemieux (2007, 2011) , which allows extending the Oaxaca-Blinder approach to decompose some distributional statistics of income between a 'composition effect' and a 'returns effect'.
Like in other studies, the results reveal that declining returns to education have been a major factor explaining the improvement in the distribution of income, while the changes observed in the composition of employment according to this variable -biased towards the most educated levels-have been unequalizing. On the other hand, the process of labor formalization has been a significant factor for the reduction of inequality. This result has been barely included in previous studies. The growing formalization of wage-earners has not only meant that more workers are now covered by labor market institutions and have access to social security benefits but it has also produced an overall equalizing effect on wages.
However, despite these improvements in the labor market, Argentina continues to exhibit high levels of inequality and labor precariousness. This calls for the need to implement new measures and reinforce existing ones on both the supply and demand sides of the labor market in order to reduce the incidence of such phenomena. Promoting formal job creation (through greater enforcement of labor regulation, better incentives and more productive policies), increasing the educational level of the population and fighting against wage discrimination should all be part of an integral policy agenda to improve labor conditions in a context of sustained economic growth. 
Graph 1 Composition effect along the distribution by variable under analysis
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